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I.   INTRODUCTION 

This  interim  report  is  submitted  pursuant  to  Section  114(e)  of  the  Tax  Equity  and 
Fiscal  Responsibility  Act  of  1982  (TEFRA),  which  states: 

"...  The  Secretary  of  Health  and  Human  Services  shall  conduct  a  study 
evaluating  the  extent  of,  and  reasons  for,  the  termination  by  Medicare 
beneficiaries  of  their  memberships  in  organizations  with  contracts 
under  section  1876  of  the  Social  Security  Act.  Such  study  may  be 
coordinated  with  the  study  provided  for  under  section  2178(d)  of  the 
Omnibus  Budget  Reconciliation  Act  of  1981.  In  conducting  such  study, 
the  Secretary  shall  place  special  emphasis  on  the  quantity  and  quality 
of  medical  care  provided  in  such  organizations  and  the  quality  of  such 
care  when  provided  on  a  fee-for-service  basis.  The  Secretary  shall 
submit  an  interim  report  to  the  Congress,  within  two  years  after  the 
initial  effective  date  (as  defined  in  subsection  (c)(4)),  and  a  final  report 
within  five  years  after  such  date  containing  the  respective  interim  and 
final  findings  and  conclusions  made  as  a  result  of  such  study." 
(P.L.  97-248,  Social  Security  Amendments  of  1982,  Title  I,  Part  I, 
Subpart  B,  Section  114(e)). 

Since  the  regulations  implementing  Section  114  of  TEFRA  went  into  effect  on 
February  1,  1985,  over  800,000  Medicare  beneficiaries  have  enrolled  in  145  HMOs 
and  Competitive  Medical  Plans  (CMPs)1/  contracting  with  HCFA.   HMOs  receive 
prospective  capitation  from  HCFA  and  are  obligated  to  provide  the  benefits 
described  in  their  health  care  benefit  packages.  Beneficiaries  are  required  to  use 
services  provided  by  the  HMO  except  in  the  case  of  emergency  or  urgently  needed 


Although  both  HMOs  and  CMPs  are  eligible  for  contracting  under  TEFRA,  for 
convenience,  this  report  will  generally  refer  only  to  HMOs.   The  statistics 
presented  cover  the  period  from  February  1,  1985  to  April  1,  1987. 


care.   Upon  proper  notice,  beneficiaries  may  disenroll  from  HMOs  if  they  so  desire 
and  either  enroll  in  another  HMO  or  receive  services  through  the  traditional  fee- 
for-service  (FFS)  system. 

The  extent  of  disenrollment  and  reasons  for  disenrollment  are  important 
information  to  collect  as  indicators  of  beneficiary  satisfaction  with  the  HMO  mode 
of  health  care  delivery.   Disenrollment  may  be  indicative  of  inferior  quality  of  care 
provided  by  the  HMO.   It  could  also  be  the  result  of  economic  decision-making  on 
the  part  of  beneficiaries  who  decide  that  fixed  premium  expenses  in  the  HMO  will 
most  likely  be  higher  than  coinsurance,  deductible,  and  out  of  pocket  expenses  in 
the  FFS  system.   Since  the  HMO  delivery  system  is  new  for  most  Medicare 
enrollees,  beneficiaries  who  disenroll  may  not  be  displeased  with  health  care 
services  provided  by  the  HMO  but  prefer  the  less  structured  traditional  FFS 
system. 

The  extent  of  disenrollment  is  also  important  in  assessing  whether  selection  bias 
occurs  in  HMOs.   HCFA's  payment  system,  based  on  the  Adjusted  Average  Per 
Capita  Cost  (AAPCC),  assumes  that  there  is  no  selection  bias  occurring  after  all 
adjustments  are  made  for  age,  sex,  welfare  status,  and  institutional  status  of  each 
enrolled  beneficiary.  If  beneficiaries  who  decide  to  enroll  or  disenroll  have 
different  health  care  needs  than  other  Medicare  beneficiaries  in  the  traditional 
FFS  system,  a  bias  can  occur  that  results  in  an  inequitable  payment  system. 

This  interim  report  on  HMO  Medicare  beneficiary  disenrollment  will  provide  an 
analysis  of  disenrollment  experience  in  several  Medicare  HMO  demonstrations  that 
were  conducted  between  1982  and  1985  and,  subsequently,  converted  to  the  TEFRA 
HMO  program.   Since  the  TEFRA  HMO  program  is  still  relatively  new,  having 
begun  in  March  1985,  HCFA  has  not  yet  developed  accurate  statistics  describing 
the  extent  or  reasons  for  disenrollment  from  all  TEFRA  HMOs.   We  estimate  that 
the  disenrollment  rate  for  all  TEFRA  risk  HMOs  and  contracts  has  averaged 
1.6  percent  per  month  since  January  1986.   Systems  designed  to  produce 
disenrollment  statistics  are  currently  under  development  and  complete 
disenrollment  information  on  all  TEFRA  HMOs  will  be  available  by  the  time  that 
the  final  report  to  Congress  is  due. 


This  report  will  not  place  special  emphasis  on  the  quantity  and  quality  of  medical 
care  provided  in  HMO  organizations  and  the  quality  of  such  care  when  provided  on 
an  FFS  service  basis.   The  final  study,  due  in  1990,  will  assess  quality  of  care  in  the 
context  of  disenrollments.   HCFA  is  currently  examining  the  quality  of  care 
delivered  in  HMOs  through  a  contract  with  Mathematica  Policy  Research,  Inc. 
(MPR).   The  study  pertains  to  the  HMO  demonstrations  previously  referenced. 

Chapter  Two  provides  background  on  HCFA's  contracting  experience  with  HMOs. 
It  also  describes  disenrollment  procedures  that  have  been  developed  during  the 
period  19S2-19S6.    Chapter  Three  reviews  previous  studies  of  HMO  disenrollments 
in  the  non-Medicare  and  Medicare  sectors.   Chapter  Four  includes  an  analysis  of 
disenrollments  in  several  HMO  demonstrations.    Chapter  Five  offers  conclusions 
from  this  interim  report  and  describes  the  structure  of  future  planned  analyses 
related  to  the  report  due  in  1990. 


II.    BACKGROUND  OF  HCFA  HMO  RISK  CONTRACTING 


Prior  to  1972,  HMOs  that  contracted  with  HCFA  to  provide  Part  A  and  Part  B 
services  could  only  be  reimbursed  on  a  reasonable  cost  basis  for  covered  items  or 
services.  This  was  quite  different  from  the  capitated  reimbursement  system  used 
by  employer  6roups,  including  those  that  participated  in  the  Federal  Employee 
Health  Benefit  Plans  (FEHBP)  program.   Under  the  Medicare  cost  contracting 
method,  plans  received  payments  which  reflected  actual  costs  of  care. 

Section  226  of  the  Social  Security  Amendments  of  1972  (P.L.  92-603,  enacted 
October  30,  1972)  added  Section  1876  to  the  Social  Security  Act  to  authorize 
Medicare  payment  to  HMOs  on  a  capitation  basis.   Two  types  of  contracts  were 
available  to  HMOs,  one  with  reimbursement  on  a  reasonable  cost  basis  and  the 
other  on  a  risk-sharin6  basis.   However,  even  though  the  risk-sharing  contracting 
method  paid  plans  on  a  monthly  basis,  these  payments  were  retroactively  adjusted 
at  the  end  of  each  year  to  reflect  actual  costs  of  care.  If  HMO  costs  were  less 
than  the  AAPCC,  the  HMO  was  allowed  to  retain  a  percentage  of  its  savin6s. 
When  HMO  costs  were  higher  than  the  AAPCC,  HMOs  would  either  absorb  these 
losses  or  offset  them  against  savings  in  future  years. 

With  the  passage  of  Section  11*  of  the  TEFRA  legislation,  Section  1876  of  the 
Social  Security  Act  was  amended  to  allow  HMOs  and  new  organizations  designated 
as  CMPs  to  contract  for  Medicare  reimbursement  on  either  a  reasonable-cost  basis 
or  a  risk  basis.  Organizations  with  TEFRA  risk  contracts  are  reimbursed  on  a 
prospective  risk  basis  at  95  percent  of  the  actuarially  derived  adjusted  average  per 
capita  costs  (AAPCC)  of  Medicare  beneficiaries  within  specific  geographic  regions, 
without  retroactive  adjustments  of  these  rates  to  participating  plans. 

HMO  Demonstrations 

Before  the  TEFRA  reflations  were  promulgated,  HCFA  sponsored  several 
Medicare  Capitation  Demonstrations  involving  alternative  health  plans.   The 


request  for  contracts  was  released  in  1977,  with  awards  made  in  1978  and  the  first 
risk  contracts  operationalized  by  1980.   Participants  included  seven  HMOs  from 
five  different  market  areas  around  the  country.   The  plans  participating  in  this 
demonstration  were:   Fallon  Community  Health  Plan,  Marshfield  Medical 
Foundation,  Kaiser-Portland,  HealthCentral,  SHARE,  MedCenter,  Nicollet-Eitel, 
and  HMO  Minnesota. 

From  these  initial  demonstrations,  HCFA  learned: 

o         HMOs  can  predict  their  costs  in  advance. 

o         HMOs  could  offer  benefits  in  addition  to  the  basic  Medicare  package. 

o         Medicare  beneficiaries  are  attracted  to  enrolling  in  prepaid  plans. 

o         Most  beneficiaries  are  able  to  understand  the  HMO  "lock-in"  provision. 

o         Beneficiary  levels  of  satisfaction  with  care  are  greater  than  or  equal  to  those 

in  fee-for-service  (FFS). 
o         Competition  between  plans  would  offer  beneficiaries  a  wide  array  of  benefit 

choices, 
o         A  prospective  payment  rate  5  percent  less  than  the  average  FFS  could  be 

developed. 

In  1982,  HCFA  initiated  a  more  extensive  series  of  capitation  demonstrations. 
These  demonstrations,  known  as  the  Medicare  Competition  Demonstrations,  were 
conducted  in  over  20  sites  throughout  the  country.  Each  of  these  demonstrations 
became  operational  sometime  between  1982  and  1985.   By  June  1985,  all  plans 
were  required  to  convert  to  TEFRA  contracts  so  that  participating  beneficiaries 
would  have  the  opportunity  to  become  part  of  the  permanent  HCFA  HMO  program. 

Enrollment/Disenrollment  Provisions 

A  Medicare  beneficiary  can  enroll  in  any  qualified  HMO  or  CMP  with  a  Medicare 
contract  that  services  the  geographic  area  in  which  he  or  she  resides.   Health  plans 
are  required  to  conduct  an  open  enrollment  period  annually  of  at  least  30  days 
duration  and  accept  eligible  Medicare  beneficiaries  without  restrictions.   A 


Medicare  enrollee  can  voluntarily  disenroll  at  any  time.   An  enrollee  cannot  be 
disenrolled  by  the  health  plan,  except  under  the  following  conditions: 

o  The  enrollee  fails  to  pay  required  premiums  or  other  charges; 
o  The  enrollee  moves  out  of  the  organization's  geographic  area; 
o        A  nonrisk  enrollee  refuses  to  convert  to  risk  after  HCFA  decides  that  all  of 

the  organization's  nonrisk  enrollees  must  convert; 
o        The  enrollee  commits  fraud  or  permits  abuse  of  his/her  membership 

privileges; 
o        The  enrollee  loses  entitlement  to  Medicare  benefits,  dies,  or  requests 

disenrollment;  or 
o         The  enrollee's  behavior  is  disruptive,  unruly,  abusive,  or  uncooperative  to  the 

extent  that  his  or  her  continuing  membership  in  the  organization  seriously 

impairs  the  organization's  ability  to  furnish  services  to  either  the  enrollee  or 

other  members. 

The  enrollment/disenrollment  process  begins  with  the  HMO  submitting  the 
following  information  to  HCFA  for  each  potential  Medicare  enrollee/disenrollee: 

o  Beneficiary  Health  Insurance  Claim  Number; 

o  Surname,  Given  Name,  and  Middle  Initial; 

o  Sex; 

o  Date  of  Birth;  and 

o  HCFA-Assigned  HMO  Plan  Identification  Number. 

Plans  have  the  option  of  submitting  this  information  to  HCFA  by  magnetic  tape, 
punchcards,  Form  HCFA-1929,  or  through  companies  with  on-line  access  to  the 
HCFA  records  system.   While  this  last  data  entry  method  is  most  preferable,  it  is 
also  fairly  expensive  and  the  majority  of  plans  continue  to  submit  enrollment 
information  by  handwritten  HCFA-1929  or  magnetic  tape. 

Once  received  by  HCFA,  these  enrollments/disenrollments  are  queried  against  the 
Health  Insurance  (HI)  Master  Record  system  to  verify  eligibility.  This  query  occurs 


on  a  monthly  cycle,  so  plans  must  submit  their  information  to  HCFA  by  certain 
dates  each  month.  If  the  plans  fail  to  meet  these  HCFA-imposed  deadlines, 
beneficiaries  cannot  be  added  or  deleted  from  the  system  until  the  following 
month. 

The  following  reasons  would  result  in  an  enrollment  request  being  denied:   the 
beneficiary  is  dead,  the  beneficiary  does  not  have  Medicare  Part  B  entitlement,  or 
the  beneficiary  has  been  medically  determined  to  have  end-stage  renal  disease.  If 
none  of  these  reasons  are  applicable  to  the  request  for  enrollment,  Medicare 
eligibility  for  participation  in  this  program  is  verified,  and  a  record  is  established 
for  that  individual  in  the  Group  Health  Plan  Master  Enrollment  file.    When  a 
disenrollment  is  requested  and  approved,  a  special  notation  is  made  on  the 
beneficiary  record  to  record  the  date  of  disenrollment. 

Once  these  additions  and  deletions  to  the  HCFA  system  are  completed,  a  reply 
listing  is  sent  to  the  plan  by  the  middle  of  the  following  month,  advising  them  of 
each  beneficiary's  enrollment/disenrollment  status.  The  reasons  for  rejected 
beneficiary  records  may  range  from  data  entry  errors  resulting  in  invalid 
submission  of  data  to  actual  reasons  why  a  beneficiary  is  ineligible  to  enroll  in  a 
plan.  Enrollments  can  be  processed  up  to  3  months  before  the  actual  effective 
date.  An  individual  may  terminate  his  enrollment  as  of  the  beginning  of  the  first 
calendar  month  following  the  date  on  which  the  request  is  made  for  such 
termination.  Because  organizations  must  accept  disenrollments  through  the  last 
day  of  each  month,  HCFA  and  organizations  must  routinely  process  disenrollments 
with  retroactive  disenrollment  dates. 

One  difference  between  the  enrollment  and  disenrollment  process  is  that  the  latter 
can  be  initiated  both  by  the  HMOs  and  HCFA.  In  addition,  a  beneficiary  may 
disenroll  through  a  Social  Security  District  Office.  Some  of  the  reasons  why  HCFA 
would  initiate  disenrollment  include:  beneficiary  loss  of  eligibility,  failure  to  pay 
Part  B  premiums,  or  enrollment  in  another  HMO.   The  Office  of  Prepaid  Health 
Care  estimates  that  approximately  60  percent  of  disenrollments  from  TEFRA  plans 
can  be  accounted  for  by  transfers  to  other  plans. 


III.   PREVIOUS  STUDIES  OF  HMO  DISENROLLMENT 
Non-Medicare 

Although  there  are  several  studies  to  be  found  in  the  literature  that  describe 
patterns  of  HMO  disenrollment  from  the  Medicaid  and  employer-covered 
population  groups,  these  usually  only  focus  on  the  experience  of  a  single  plan.  The 
disenrollment  literature  is  by  no  means  as  comprehensive  as  the  literature 
describing  why  individuals  choose  prepaid  plans  and  models  explaining  the  existence 
of  biased  selection.  A  detailed  review  of  existing  disenrollment  literature  is 
presented  in  a  study  funded  by  the  Office  of  the  Assistant  Secretary  of  Planning 
and  Evaluation,  entitled  "Study  of  Demographic  and  Utilization  Characteristics  of 
HMO  Disenrollees." 

o        Demographic  Characteristics 

Many  of  the  disenrollment  studies  differentiate  between  those  who 
voluntarily  leave  the  HMO  and  those  individuals  who  are  disenrolled  because 
of  death,  loss  of  eligibility,  or  failure  to  pay  their  premiums.  Those  who 
voluntarily  chose  to  disenroll  were  more  likely  to  be  women  who  tended  to  be 
younger  than  their  counterparts  who  remained  in  the  HMO.  Disenrollees  had 
small  families  and  tended  to  have  been  enrolled  in  the  HMO  for  a  shorter 
time  than  the  continuous  enrollees  in  the  plan.  Finally,  the  voluntary 
disenrollees  more  frequently  had  access  to  alternative  insurance  coverage. 
The  only  difference  for  the  mandatory  disenrollees  is  that  they  were  more 
likely  to  be  single  men  but,  if  married,  had  smaller  families  (Wersinger  and 
Sorensen,  1982;  Hennelly  and  Boxerman,  1983;  Wollstadt,  Shapiro  and  Bice, 
1978;  Mechanic,  Weiss,  and  Cleary,  1983;  Gold,  1981;  and  Lewis,  198*). 

o         Utilization  Characteristics 

Disenrollees  were  found  to  have  fewer  admissions  and  hospital  days  per 
capita,  fewer  provider  visits,  and  a  higher  rate  of  use  of  physicians'  services 


than  those  continuously  enrolled  in  plans.  These  differences  were  consistent 
for  both  mandatory  and  voluntary  disenrollees. 

Studies  that  included  out-of-plan  visits  as  a  component  of  utilization  showed 
disenrollee  out-of-plan  visits  greater  than  for  continuous  enrollees  in  two 
studies  (Mechanic,  et.  al,  1983  and  Wollstadt,  et.  al.,  1979)  and  about  the 
same  in  another  (Hennelly  and  Boxerman,  1983). 

The  two  studies  that  adjusted  data  for  age  and  sex  again  showed  different 
results.  Steifel,  et.  al.  (1984)  found  these  adjustments  made  little  difference 
in  hospital  days,  while  Wersinger  and  Sorenson  (1982)  found  an  increased 
differential  for  medical  surgical  hospital  days. 

Consumer  Satisfaction 

Several  studies  surveyed  disenrollees  to  determine  their  reasons  for 
disenrolling  from  plans  (Freeborn  and  Pope,  1981;  Ashcraft,  Penchansky, 
Berki,  Forms,  and  Gray,  1978;  Boxerman  and  Henelly,  1983;  Wintringham, 
1982;  Mechanic,  et  al.,  1983;  and  Sorensen  and  Wersinger,  1982).  A 
prioritized  list  of  the  determinants  of  voluntary  disenrollment  would  include: 
(1)  members'  attitudes  toward  the  total  cost  of  medical  care,  (2)  age, 
(3)  attitudes  toward  services  performed  by  nonphysician  practitioners, 
W  race,  (5)  whether  other  members  of  the  family  were  in  the  plan,  and 
(6)  other  health  insurance  coverage. 

A  study  conducted  by  Mechanic,  et.  al.  (1983)  ranked  the  most  important 
reasons  given  for  disenrollment  as:  (1)  dissatisfaction  with  the  opportunity  to 
obtain  services,  (2)  increase  in  the  premium  was  too  high,  (3)  preference  for 
non-HMO  physician,  and  00  dissatisfaction  with  services.   Wersinger,  et  al. 
(1982),  looked  at  two  different  time  periods  when  surveying  disenrollees. 
During  a  period  following  a  rate  increase,  the  two  most  common  reasons 
cited  for  disenrollment  were  dissatisfation  with  services  and  low  utilization 
not  justifying  an  increased  premium.   The  next  most  common  reason  was  that 
costs  were  too  high.   During  the  period  when  there  was  not  a  rate  increase, 


the  most  frequent  reason  given  for  disenrollment  was  dissatisfaction  with 
services,  followed  by  costs  being  too  high. 

In  summary,  all  studies  show  that  the  most  common  reason  disenrollees  give 
for  leaving  a  plan  is  their  dissatisfaction  with  the  HMO.  However,  it  is  still 
difficult  to  discern  whether  this  dissatisfaction  involves  the  HMO  concept  in 
general  or  is  only  attributable  to  that  one  plan.  Further  study  is  needed  to 
precisely  define  what  disenrollees  actually  mean  when  they  say  they  are 
dissatisfied  with  a  plan. 

Medicare 

The  General  Accounting  Office  (GAO)  has  completed  a  review  of  South  Florida 
HMO  Demonstrations  which  reported  a  problem  with  the  timeliness  of  enrollment 
and  disenrollments  of  Medicare  beneficiaries.   Most  errors  that  GAO  identified  in 
its  report  were  the  result  of  delays  in  annotating  beneficiaries'  Medicare  records  to 
show  that  they  were  a  member  of  an  HMO  or  had  ceased  to  be  a  member  of  an 
HMO.  HCFA  had  been  aware  of  the  problem  for  some  time  and  has,  over  the 
period  April  1985  to  December  1986,  made  several  improvements  which  have 
eliminated  the  problem. 

Currently,  there  is  no  delay  in  annotating  beneficiaries'  records  when  they  join  or 
disenroll  from  an  HMO.  Specific  actions  HCFA  has  taken  to  permit  on-time 
annotation  of  beneficiary  records  are: 

o        rescheduling  submission  of  actions  by  the  HMO; 

o        improved  internal  scheduling  at  HCFA/SSA; 

o         development  of  a  new  on-line  telecommunications  system  for  HMOs  to 

transmit  pre-edited  data  to  HCFA; 
o        intensified  management  oversight  of  computer  operations; 
o         increased  emphasis  on  contractor  performance  of  activities  related  to  HMO 

beneficiary  claims;  and 
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o         disenrollments  are  recorded  on  the  effective  date,  unless  HMO  information  is 
received  in  HCFA  after  the  26th  day  of  the  month.   Records  are  updated 
immediately  upon  receipt  of  disenrollment  information  from  the  HMO. 

A  follow-up  report  released  by  the  GAO  in  August  1986  determined  that  the  average 
disenrollment  rate  for  South  Florida  Medicare  HMOs  was  20  percent,  with  actual 
plan  rates  ranging  from  1 3.3  percent  to  26.4  percent.  The  actual  results  are 
contained  in  Table  1  and  include  comparative  figures  for  other  market  areas.  The 
average  length  of  enrollment  in  any  of  the  four  plans  studied  ranged  from  2.2  to 
5.3  months,  as  found  in  Table  2. 

The  methodology  used  to  derive  this  disenrollment  ratio  was  to  divide  the  actual 
number  of  disenrollments  during  198*  by  the  total  number  of  enrollees  during  that 
same  time  period.   GAO  derived  the  disenrollments  from  HCFA  statistics  verified 
by  the  HMO's  own  reports,  yet  it  is  unclear  whether  disenrollments  due  to  death 
were  also  included  in  this  rate.  A  criticism  of  this  ratio  calculation  is  that  it  does 
not  take  into  account  the  time  the  beneficiary  was  continuously  enrolled  before 
disenrolling.  For  example,  questions  concerning  whether  there  was  any  period 
during  the  year  that  the  plan  was  more  likely  to  experience  greater  attrition  and 
how  disenrollments  for  this  particular  time  period  compare  with  that  from  previous 
years  still  need  to  be  explored.   Possibly,  the  plan  experienced  more  rapid  increases 
in  enrollment  throughout  this  1-year  period,  and  it  would  be  interesting  to  determine 
whether  high  disenrollment  rates  had  accompanied  plan  growth  spurts  as  well.  By 
looking  at  the  average  length  of  time  a  beneficiary  was  enrolled  before  disenrolling 
we  are  able  to  better  understand  the  amount  of  time  a  disenrollee  spent  with  the 
plan  before  leaving. 
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TABLE  1 

Medicare  Enrollments/Disenrollments  in  Florida  Demonstration  HMOs 
Compared  With  Other  Demonstration  HMOs 


Medicare  Enrollees 


Di  senrol lments 

No 

.  of 

As  of 

New 

Di  senrol lments 

as 

Percent  of 

State/HMO   H 

WOs 

12/31/83 

(198*) 

Total 

(198*) 

To 

tal  Enrollees 

Florida: 

IMC 

28, S14 

96, 187 

125,001 

2*, 37* 

19.5 

AV-MED 

2,63* 

12,592 

15,226 

*,021 

26.* 

CAC 

3,0*5 

2,65* 

5,699 

756 

13.3 

Heal thAmer  ica 

1,883 

1,596 

3,*79 

779 

22.* 

South  Florida 

Group  Health 

525 

525 

*8 

9.1 

SUBTOTAL, 

FLORIDA 

5 

36,376 

113,55* 

1*9,930 

29,978 

20.0 

Remainder 

of  Nation 

Minnesota 

4 

27,676 

26,923 

5*, 599 

5,25* 

9.6 

Ca 1 i  f  o  r  n  i  a 

4 

2,*** 

22,070 

2*, 51* 

3,**2 

1*.0 

Massachuset  t s 

5 

7,2*3 

12,032 

19,275 

950 

*.9 

Michigan 

5 

2,8*1 

6,018 

8,859 

*92 

5.6 

Ohio 

2 

7,2*5 

7,2*5 

121 

1.7 

1 1 1  inois 

2 

5,780 

5,780 

312 

5.* 

Five  Other 

States 

5a 

7,777 

9,*52 

17,229 

1,033 

6.0 

SUBTOTAL, 

OTHER  STATES 

27 

*7,981 

89,520 

137,501 

11,60* 

8.* 

TOTAL 

32 

8*, 357 

203,07* 

287, *31 

*1,582 

1*.5 

a   Indiana,  Maryland,  New  Jersey,  New  York,  and  Oregon 

Source:   HCFA  Monthly  Capitation  Report  used  to  compute  capitation  payments 
to  HMOs. 

GAO  Report,  "Medicare  HMO  Demonstrations  in  Florida,"  HRD-86-97, 
p.  90 
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TABLE  2 
Length  of  Membership  of  Disenrollees  in  Four  Florida  HMOs 


Months  of 
Memb  e  r  s  h  i  p 

1 

2 

3 
*  thru  6 
7  thru  9 
10  or  Mo r e 

Average 
Months  of 
Enr o 1 lmen t 


AV-MED 
Pi  senrol lmen ts 
PERCENT    CUMUL AT  I V E 


1.303 


50.0 
29.8 
i*. it 
9.4 
4.  1 
2.3 


2.2  Months 


50.0 
79.8 
84.2 
93.6 
97.7 
100.0 


Heal thAmer  ica 
405  Disenrol  lments    9.984 
PERCENT  CUMULATIVE     PERCENT 


16.8 
22.5 
13.3 
22.0 
12.8 
12.6 


4.5  Months 


16.8 
39.3 
52.6 
74.6 
87.4 
100.0 


IMC 

Di  sen  roll  me  n  t  s 


752 


CAC 
Di  sen  ro 1 lments 


CUMULATIVE   PERCENT   CUMULATIVE 


24.0  24.0 

16.6  40.6 

13.7  54.3 
20.2  74.5 

9.7  84.2 

15.8  100.0 


4.8  Months 


13, 

16, 

11 

24 

16 

17 


13 
30 
41 
66 
82 


2 

1 
3 
2 

7 


100. oa 


5 . 3  Mon  t  h  s 


a   Does  not  add,  due  to  rounding. 

Source:   GAO  Report,  "Medicare  HMO  Demon s t ra t i ons  in  Florida,"  HRD-86-97,  p.  91 


The  GAO  study  gave  reasons  for  disenrollment.  Some  of  the  principal  reasons 
reported  for  disenrollment  from  the  South  Florida  plans  were  quite  similar  to 
findings  from  other  studies: 

o         Desire  for  own  physician 

o         Moving  out  of  the  HMO  service  area 

o         Dissatisfaction  with  HMO  services 

A  study  of  HMO  disenrollments  funded  by  ASPE  analyzed  patterns  of  disenrollments 
from  seven  different  HMOs.   Each  had  operated  a  minimum  of  5  years,  had  a 
minimum  enrollment  of  40,000  members,  and  represented  a  diversity  of 
organizational  models  and  geographic  areas.   Three  of  the  plans  had  participated  as 
study  sites  in  the  Medicare  risk  contract  demonstration  projects,  and  one  other 
plan  had  a  Medicare  cost  contract.  Four  plans  had  both  Medicare  and  Medicaid 
members. 

Those  who  voluntarily  disenrolled  during  1984  were  selected  for  the  study  sample. 
Much  of  the  results  in  the  ASPE  report  pertain  to  the  commercial  group  plan 
populations,  but  the  following  discussion  summarizes  the  findings  for  the  plans  that 
were  able  to  submit  Medicare  data. 

• 

o         Medicare  enrollees  were  enrolled  for  shorter  lengths  of  time  than  other 
enrollees  in  three  of  the  four  plans;  however,  the  length  of  time  enrolled 
ranged  from  less  than  1  year  to  approximately  12-23  months  of  membership. 

o         Utilization  characteristics  of  voluntary  Medicare  disenrollees  also  show 
variations,  with  two  plans  reporting  lower  rates  of  inpatient  utilization  as 
measured  by  the  number  of  hospital  admissions  and  patient  days.  The  other 
two  plans'  disenrollees  had  higher  inpatient  utilization  statistics. 

o         The  analysis  of  outpatient  utilization  for  both  disenrollees  and  continuous 

HMO  enrollees  was  very  similar  for  the  number  of  outpatient  visits  per  person. 
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The  overall  disenrollment  rates  for  the  three  plans  with  Medicare  risk 
contracts  ranged  from  4.13  percent  to  8.10  percent  during  1984. 


15 


IV.   ANALYSIS  OF  DISENROLLMENTS 


Since  January  1986  the  disenrollment  rate  for  all  TEFRA  risk  and  cost  HMOs  has 
averaged  1.6  percent  per  month.   Since  TEFRA  risk  enrollees  represent 
approximately  89  percent  of  all  enrollees  under  TEFRA,  the  1.6  percent  rate  is 
considered  to  be  an  estimate  of  disenrollment  activities  for  risk  plans  only.  This 
percentage  is  determined  by  dividing  the  total  number  of  beneficiaries  disenrolling 
each  month  from  prepaid  plans  by  the  total  number  of  all  beneficiaries  enrolled  in 
prepaid  plans  (including  new  enrollees  for  the  month).   Transfers  to  other  plans 
currently  account  for  60  percent  of  all  disenrollments.   When  excluding  transfers, 
the  average  monthly  disenrollment  rate  per  plan  is  slightly  less  than  1  percent. 

The  Office  of  Prepaid  Health  Care  and  the  Bureau  of  Data  Management  and 
Strategy  are  also  jointly  developing  specifications  to  enhance  HCFA's  information 
systems  to  provide  a  variety  of  statistical  reports  that  array  enrollment/ 
disenrollment  data  for  risk  plans,  cost  plans,  and  a  combination  of  both  types  of 
plans. 

MPR,  as  part  of  its  contract  with  HCFA  to  evaluate  the  Medicare  Competition 
Demonstrations,  examined  the  extent  of  disenrollment  from  HMOs  and  the  reasons 
reported  by  beneficiaries  for  disenrolling.  Data  were  obtained  from  two  sources: 
the  Group  Health  Plan  Master  Enrollment  File  at  HCFA  and  a  survey  of  2,000 
Medicare  beneficiaries.  The  beneficiary  sample  included  demonstration  plan 
enrollees,  nonenrollees  within  the  same  market  area,  and  plan  disenrollees.  Two 
sets  of  surveys  were  conducted,  with  the  first  baseline  survey  approximately 
6  months  following  plan  start-up  and  the  follow-up  survey  conducted  approximately 
1  year  later. 

The  most  useful  measure  of  the  extent  of  disenrollment  is  a  disenrollment  rate, 
defined  as  the  proportion  of  enrollees  entering  during  some  interval  who  then 
disenroll  within  some  defined  period  (e.g.,  12  months)  after  entering.   However, 
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such  c'ata  are  not  yet  available  for  19S5.    Therefore,  a  proxy  measure  of  the 
disenrollment  rate,  defined  as  the  ratio  of  total  disenrollments  during  the  year  to 
the  total  number  of  persons  actively  enrolled  at  any  time  during  the  year 
(enrollments  plus  disenrollments),  has  been  computed,  similar  to  the  one  reported 
in  the  GAO  study.    This  ratio  is  usually  somewhat  lower  than  the  disenrollment  rate 
because  those  entering  the  HMO  late  in  19S5  will  have  had  little  occasion  to  assess 
the  quality  of  the  HMO's  services  and  to  disenroll  if  dissatisfied.    Nonetheless,  the 
ratio  provides  a  reasonable  guide  as  to  which  HMOs  tend  to  have  the  highest  rate 
of  disenrollment. 

During  1984,  35,000  enrollees  disenrolled;  an  additional  52,000  left  during  19S5. 
All  disenrollments  exclude  deaths.    As  might  be  expected,  plans  with  the  largest 
total  enrollments  tended  to  have  the  largest  total  disenrollment.    The  remainder  of 
this  discussion  refers  to  the  figures  taken  from  Tables  3  and  4. 

The  overall  disenrollment  ratio  was  15.6  percent  in  1985,  compared  to  16.1  percent 
in  198<f.    Thus,  the  ratio  has  been  relatively  stable  overall.    As  in  19S4,  however, 
the  ratios  vary  widely  across  plans,  ranging  from  under  3  percent  (Medical  West)  to 
nearly  50  percent  (Av-Med),  although  the  latter  is  due  primarily  to  the  termination 
of  operations  in  the  Tampa  Bay  area.   Plans  appear  to  cluster  into  three  groups  — 
11  have  low  disenrollment  ratios  (3  to  7  percent);  11  have  moderate  ratios  (9  to 
17  percent),  and  three  have  very  high  ratios  (25,  32,  and  49  percent).    The  same 
clustering  was  observed  in  1984;  however,  the  number  of  plans  in  each  group  was 
quite  different:    17  of  the  HMOs  in  19S4  had  low  disenrollment  ratios,  5  had 
moderate  ratios,  and  3  had  large  ratios.    Sixteen  of  the  25  plans  were  in  the  same 
disenrollment  ratio  group  in  1985  as  they  were  in  1984;  however,  a  considerable 
amount  of  switching  of  plans  among  the  categories  —  5  of  the  17  plans  with  low 
ratios  in  1984  had  moderate  ratios  in  19S3,  and  1  of  the  17  (United  Health  Plan)  had 
a  high  ratio  in  19S5.    One  plan  (CAC)  with  a  moderate  ratio  in  1984  had  a  high  ratio 
in  1935,  and  two  plans  (Group  Health  of  S.E.  Michigan,  and  Health  America)  with 
high  ratios  in  1984  had  moderate  ratios  in  1985. 
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TABLE    5 


ENROLLMENT,  O.SENROLLrCNT,   UNO  OISENROLLMENT  MHOS  BY  PLAN 


03 


Health  Plan 


ALL  PLANS 

Miami 

AV-MEO' 

CAT* 

HeelthAmerica 

South  Florida  Croup  Health 

IMC* 

Boat  on/Brockton 
HealthMay 
Medical  Eaat 

Worcester ,  Maaaachueet t a 
Central  Maaaachuaet t a 
rallonc 

Chicopee,  Maaaachuaet t a 
Medical  Meat 

Loa  Anqelea 

Fe»ily  Health  Program 
United  Health  Plan 

Detroit 

Health  Care  Network 

Croup  Health  of  S.E.  Michigan 

Preferred  Health  Plan 

Indianapolla 
Metropolitan 

Flint.  Michigan  _. 

HealthPlua  of  Michigan" 

Rocheater,  New  York 
Geneaee  Valley  Croup  Health 
Aaaociation 

Cincinnati 
CholceCara 


Oate 
Enrol  laent 
Started 


12/82 

11/82 

2/85 

J/84 

B/82 


1/84 
10/85 


1/84 
9/81 


1/84 


12/85 
5/84 


5/84 
VB4 
9/84 


1/84 
10/8) 
12/85 

4/84 


Enrol laanl 


1984 


19B5 


Diaenrollment 
1984  1985 


Dlaenrollnent 
Ratio 


1B0.627       281, WO  *.»*      M,W 


10,242  6,794 

i,etJ  '.*" 

2,611  2,911 

484  1,595 

102,955  D2.'26 


1,696  2,545 

2,5)6  5,682 

1,450  *,'70 

9,659  10,155 


2,968  M87 


11,816  11,019 

4,564  6,462 


1,095 

227 

1,124 


4,484 
1,067 
3,172 


4,211  6,670 

),701  5,652 

4,106  5,958 

6,142  9,680 


5,089  6,440 

756  ),151 

801  5)6 

48  157 

22,816  26,861 


61  89 

1)2  21) 


51 
544 


87 


18 
86 
16 


111 
141 
160 

60 


201 
244 


154 


2,859  5,965 

511  5.0B0 


527 
174 
202 


444 

190 
226 

984 


1984 


1985 


16.1 


55. 2S 
16.5 
25.5 
9.0 
18.2 


5.5 

5.0 


5.4 
5.6 


2.9 


17.1 
6.7 


1.6 

27.5 

1.4 


2.6 
5.7 
).8 


15.6 


48.7% 

25.0 

15.6 

10.1 

16.9 


).4 
5.5 


).9 
2.4 


2.9 


10.7 
)2.) 


6.8 

14.0 

6.0 


6.2 
5.5 
5.7 


1.0  9.2 


UOLC    1   (continued) _____ _ 01aet.roll.enl 


Enrollment 


Enrollment  Dlsenrol  lwent  Ratio 


Health  Plan 


Started  19H4  <W  "84  1985  1984 ]9Bb_ 


Central ,   Ohio  99B            ,   947 

HealthOhio   (Marion)  •/■« 

Ne«  Jersey  .                          m               ,91 

Crossroads  *'" 

Chicago  /M                     „.,           ,,279 

Maxicere  7/84                  4,941          1»,967 
Share 

■^Aiffffifi:  m.  ^       »    2-067 


17 

66 

1.7 

3. J 

IJ 

102 

6.) 

17.2 

290 
290 

1,054 
2.J74 

0.2 
5.5 

10.2 
14.5 

21 

221 

5.2 

9.7 

265 

682 

11.2 

14.7 

,  , »i„i_,«__  -nrnlled  aa  or  December   1985.     Oisenrol limit  a  are  the  number  of  beneficiaries 

•» ■  r a^-"-_r  _s33?_: _S  asSSrjK-  &  _=as__?_-  :_&.  ■_■•?•» 

10  So  ni™  «.«  «_*  _«•— « —  ««  »•">  ■—»•—■  •••  «>p'"~d '"  '«-"*••• 

■  .       _,  n ,.   ..^i,,rf_i  iMn.  R_  area.     lawa  la  included  in  thla  labia  for  c<Mpleteneaa. 

s_?a_  S-ASffi  srtR-st  W-SS,  -TiSv-—  r_.—i«  _-»...—..> 

Vdla.ra  «,r.ll~a   floura.  W  pr..l~.  tan_  ».*>«  f-  — »  -»  .l..n«"t«l  for  DC,  t~   ...  c.rr.ctad  Sara. 

*sa__rtf _nsffls*--_,sa  sjs.  __rrt'u^*!ar_r_^*_r  *-  "w"  — 

figure,  for  Me.lthPlu.  differ   fro.  those  presented  in  First  Annual  Report   because  data  Wn  previously  unavailable  for  the 
fourth  quarter  of  19-4. 


TABLE   4 
ou»n.  114ENTS     AND  DlSENROLLMENT  RATIOS 
AVERAGE  —"—^"STS^JA  AREA 


PUn_Characteri8tlc£ 

ALL  PLANS 

Years  In  Operation 
Less  than  5 
Greater  than  5 

Profit  Status 
Not-for-profit 

For-profit 

Organizational  Form 

g        Group 

Traditional  1FA 

Staff 
Network  IPA 

Prior  Medicare  Enrollment 

No 
Yes 

Chain  Affiliation 
Independent 
Chain  Affiliation 

Number  of  Plans  In  Area 
Single 
Multiple 


8 
17 


17 
8 


4 
8 

7 
6 


13 
12 


11 
14 


9 
16 


1,879 
10,046 


3,433 
15,931 


3,962 

3,519 

2,642 

20,553 


2,605 
12,662 

11,434 
4,288 


2,757 
10,063 


5,177 
14,420 


6,142 
22,767 


5,176 

5,612 

4,602 

31,457 


4,878 
18,595 


16,187 
7,750 


4,546 
15,353 


171 
1,951 


147 

714 

320 

4,334 


2,231 
714 


97 
2,104 


619 
2,774 


320      &76 
3,637    5,079 


195 
1,314 

762 
5,915 


535    l.Ul 

2,298    3,139 


3,247 
1,172 

339 
3,067 


6.2 
9.7 


7.6 
10.5 


4.0 

8.0 

12.7 

7.5 


9.9 
7.1 


9.2 
8.0 


4.2 
11.0 


9.0 
13.1 


8.9 
18.1 


4.8 
13.8 
12.0 
13.8 


13.7 
9.9 


13.6 
10.5 


7.8 
14.1 


K> 


TABUS  4  (continued) 


Plan  Characteristics — 


Date 
Enrollment 
Started 


Enrollment       pisenrollment 

Inn-.    ,uhT   1984    1985 


Dlsenrollment 
Ratio 


1984 


1985 


AAPCC 
Low 
High 

Physicians/Beneficiary 

Low 
High 


12 
13 


8 
17 


3  301  6,282  Ul  521 

ll.lS  16,244  2,554  3,528 

3  689  5,704  104  311 

9.194  14.172  1.983  2,920 


3.2 
13.5 


3.0 
11.2 


6.2 
17.0 


5.1 
15.0 


NOTES : 


SOURCE: 


" " *        iqas       Enrollment   is  the  number  of  beneficiaries   enrolled 

Nan  characteristics  .«  d.finjd  for   ^J^SSSST^  the  number  of  beneficiaries  who 
as  of   December   1984  or  December   1985.      °"*"ro*  otner  than  death.     The  disenrollmenc 

ririris'atftnerrs  ^^J^^SS^^**  *-  l«  -  «*  ^l1^  " 
year  end  plus  dlsenrollments.  RePort:     National  Evaluation  of   the 


Almost  half  (12)  of  the  plans  had  disenrollment  ratios  in  1935  that  were  somewhat 
higher  than  those  in  1984;  only  three  had  notably  lower  ratios.    The  other  10  plans 
had  very  similar  ratios  in  the  2  years.    Based  on  this  pattern,  one  would  expect  the 
overall  disenrollment  ratio  to  have  increased,  rather  than  to  have  decreased 
slightly  (from  16.1  to  15.6  percent),  since  the  overall  ratio  is  simply  a  weighted 
average  of  the  plan  ratios.    Closer  examination  shows  that  the  reason  for  this 
disparity  was  the  change  in  these  implicit  weights.    Av-Med,  which  exhibited  a 
very  large  increase  in  their  disenrollment  ratio,  received  a  much  smaller  weight  in 
19S5  because  their  enrollment  in  19S5  was  a  much  smaller  fraction  of  total 
enrollment  in  1935  than  in  1984.    Family  Health  Plan,  on  the  other  hand,  received  a 
much  higher  weight  in  1935  than  in  1984,  but  had  a  smaller  disenrollment  ratio  in 
19S5.    These  two  changes  were  enough  to  offset  the  more  typical  pattern  of 
somewhat  higher  ratios  in  19S5  than  in  1984. 

Plans  in  Miami  and  Los  Angeles  appeared  to  have  higher  disenrollment  rates  than 
plans  in  other  areas  in  both  1934  and  19S5.    These  areas  also  exhibited  the  largest 
increases  in  enrollment.    This  correspondence  may  reflect  differences  across  plans 
in  the  relative  emphasis  on  marketing  versus  client  relations  or  facilities.   It  may 
also  be  the  case  that  enrollees  in  the  faster  growing  plans  had  to  wait  longer  for 
appointments  or  in  the  office  at  HMOs  and  disenrolled  because  of  dissatisfaction 
with  this  situation.   Another  possible  explanation  is  that  there  was  extensive 
switching  to  join  another  area  plan.    While  this  did  occur  to  some  extent  in  Miami, 
it  was  not  the  primary  reason  for  disenrollment,  and  was  very  unlikely  to  be  the 
reason  for  disenrollment  in  Los  Angeles  because  the  HMOs  there  operated  in 
different  segments  of  the  market  area. 

To  obtain  some  further  indication  about  patterns  of  disenrollment  across  plans, 
disenrollment  ratios  by  plan  types  for  1984  and  1985  were  compared.    We  see  from 
the  last  two  columns  of  Table  4  that  the  average  disenrollment  ratio  increased 
from  about  9  percent  to  nearly  12  percent.   The  patterns  were  strikingly  similar 
between  the  two  years;  plans  with  the  highest  disenrollment  ratios  were  those  that: 
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o  were  for-profit; 

o  were  not  a  group  model;  or 

o  were  located  in  areas  with  multiple  demonstration  plans,  a  high  AAPCC,  and 

a  high  ratio  of  physicians  per  capita. 

Other  HMO  features  such  as  whether  the  HMO  had  been  in  operation  for  at  least 
5  years,  had  prior  experience  with  Medicare  members,  and  was  affiliated  with  a 
chain  bore  relatively  little  relationship  to  disenrollment  in  either  year. 

The  only  noteworthy  difference  between  1984  and  1985  in  the  relationship  between 
plan  characteristics  and  the  disenrollment  ratio  is  that  observed  for  organizational 
form.    In  1984,  the  four  group  model  plans  had  a  lower  average  disenrollment  ratio 
than  the  other  types  of  plans,  and  staff  model  plans  had  noticeably  higher 
disenrollment  ratios  than  the  other  types  of  plans.    In  1985,  the  four  group  model 
plans  still  had  the  lowest  average  disenrollment  ratio,  but  ratios  for  network  and 
traditional  IP  As  rose  to  a  level  slightly  above  that  of  the  staff  model  plans. 
Whereas  the  group  and  staff  model  plans  exhibited  very  little  absolute  change 
between  the  two  years,  traditional  and  network  IPAs  experienced  substantial 
increases  in  disenrollment  ratios. 

For-profit  plans  may  focus  more  on  the  volume  of  beneficiaries  served  than  on  the 
satisfaction  of  the  enrollees,  which  could  lead  to  higher  disenrollment  rates.   Less 
attention  may  also  be  paid  to  explaining  clearly  to  beneficiaries  the  consequences 
of  enrolling,  which  again  could  lead  to  dissatisfaction  and  disenrollment.    On  the 
other  hand,  the  higher  disenrollment  rates  for  IPA  model  plans  than  for  group  plans 
seems  counterintuitive,  since  a  high  proportion  of  IPA  enrollees  are  rollovers  who 
continue  to  see  the  same  physician  as  before.   Such  individuals  should  experience 
much  smaller  changes  in  health  care  delivery  than  new  enrollees  in  a  group  model 
and  should  be  able  to  discuss  the  consequences  with  their  regular  physician  before 
joining  the  HMO.    Higher  disenrollments  in  areas  with  multiple  HMOs  and  a  high 
ratio  of  physicians  per  capita  are  expected,  since  the  number  of  possible 
alternatives  faced  by  the  disenrollee  is  greater. 
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In  part,  these  changes  are  due  to  the  varying  lengths  of  time  that  the  plans  had 
been  in  operation.   Five  of  the  25  plans  analyzed  began  operations  in  the  last  half 
of  19S4,  and  several  others  did  not  begin  enrolling  Medicare  members  until  the 
spring  of  1934.   The  relationship  between  plans'  start-up  dates  and  their 
disenrollment  ratios  makes  the  results  presented  here  for  individual  plans  somewhat 
harder  to  interpret  than  true  disenrollment  rates.   Nonetheless,  the  disenrollment 
ratios  defined  here  provide  a  useful  guide  to  disenrollment  patterns  and  show  that 
the  relationship  between  plan  characteristics  and  disenrollment  is  relatively  stable 
over  time. 

MP  It  also  calculated  disenrollment  rates  for  17  of  the  demonstration  plans  by 
measuring  the  proportion  of  enrollees  who  joined  the  HMO  between  plan  start-up 
and  January  1935,  who  would  also  have  the  opportunity  to  disenroll  within  the  first 
12  months  after  their  enrollment  date.   Overall,  23  percent  of  the  1S5,000  enrollees 
in  this  sample  disenrolled,  with  rates  ranging  from  4  to  12  percent  for  the  11  HMOs 
with  the  lowest  rates,  and  from  20  to  39  percent  for  the  6  HMOs  with  the  highest 
rates.   All  six  HMOs  with  rates  exceeding  20  percent  were  located  in  Los  Angeles 
or  Miami.   These  plans  were  either  staff  models  or  mixed  models,  except  for 
Av-Med,  which  is  an  IP  A. 

An  earlier  study  conducted  by  MPR  based  only  on  1934  data  found  that  nearly  half 
of  disenrollees  leave  plans  within  the  first  3  months  after  enrollment,  and 
70  percent  leave  within  their  first  6  months  of  enrollment  in  a  plan.   This  pattern 
suggests  that  perhaps  many  enrollees  did  not  fully  understand  that  upon  enrolling, 
they  would  be  required  to  use  only  HMO  physicians  and  disenrolled  as  soon  as  they 
became  cognizant  of  this  feature. 

This  hypothesis  is  only  weakly  supported  by  baseline  and  follow-up  interview  data 
on  reasons  for  disenrollment.   The  results  of  these  surveys  are  found  in  Table  5.   At 
the  baseline,  there  were  140  enrollees  who  were  no  longer  HMO  members  at  the 
time  of  the  interview  (about  6  months  after  enrollment  on  average).   Overall,  about 
30  percent  of  disenrollees  left  because  of  some  misunderstanding  about  either 
whether  they  had  enrolled  or  the  consequences  of  enrollment.   The  most  common 
reason  for  disenrollment,  however,  was  dissatisfaction  with  the  HMO,  either  because 
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of  inconvenience,  lack  of  a  particular  service  or  specialty,  dissatisfaction  with  the 
HMO  doctors  or  care  received,  or  cost.  Thus,  poor  information  contributes  to 
disenrollment,  but  does  not  appear  to  be  the  primary  cause. 
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TABLE  5 
Reasons  for  Disenrolling 


BASELINE 
Number    Percent 


FOLLOW-UP  * 
Number    Percent 


TOTAL 

Ml  S UNDERSTANDING 

Genera  1 

Didn't  Realize  Enrolled 

Didn't  Realize  Had  To  Switch  M.D. 

Promised  Services  Not  Offered 

Didn't  Realize  They  Would  No 

Longer  Have  FFS  Medicare 
Didn't  Understand  Out  of  Area 

Travel  Restrictions 

MOVED/M3BILITY 

Moved  Out  of  Area 
Spent  Too  Much  Time  Out  of 
Serv  ice  Area 

DISSATISFACTION 

Poor  Reputation 
Heard  Another  HMO  Was  Better 
General  Dissatisfaction 
Inconvenient  Distance  to  HMO 
Wait  Too  Long  to  See  Physician 
Service  or  Specialty  Unavailable 
Did  Not  Want  to  Use  Generic  Drugs 
Did  Not  Like  Choice  of  Physician 
Did  Not  Like   Different  Physician 

Each  Visit 
Medical  Care  Was  Poor 
Did  Not  Like  Personal  Treatment 
Too  Difficult  To  Get  Appointments 
Did  Not  Receive  Immediate  Care  In 

An  Emergency 
Other  Forms  of  Dissatisfaction 
Restricted  Access  to  Specialists 
HMO  Was  Too  Expensive 


40 

100.00 

246 

100.00 

43 

30.71 

62 

25.00 

5 

3.57 

10 

4.06 

10 

7.14 

2 

0.81 

26 

18.57 

23 

9.35 

1 

0.71 

17 

6.91 

0 

0.00 

3 

1.22 

12 

6 
6 


69 


0.71 


8.57 

4.29 
4.29 


49.29 


4 

2.S6 

1 

0.71 

6 

4.29 

7 

5.00 

6 

4.29 

9 

6.43 

2 

1.43 

6 

4.29 

3 

2.14 

6 

4.29 

2 

1.43 

2 

1.43 

1 

0.71 

3 

2.  14 

3 

2.  14 

c 

5.71 

16 

14 
2 


124 


2.85 


6.50 

5.69 

0.81 


50.41 


k 

1.63 

9 

3.66 

1  1 

4.47 

17 

6.91 

k 

1.63 

7 

2.85 

2 

0.81 

1  1 

4.47 

17 

6.91 

20 

8.13 

6 

2.44 

k 

1.63 

1 

0.41 

0 

0.00 

2 

0.82 

9 

3.66 

Only  includes  those  individuals  surveyed  with  complete  responses  and  no 
missing  va 1 ue  s . 
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TABLE  5  Continued 
Reasons  for  Disenrolling 


BASELINE  follow-up  * 

Number    Percent Number    Percent 


OTHER  REASONS  16       H.43  44       17#g8 

Preferred  Medicare/Public  Health        2        1.42 
Preferred  Insurance  Company  4        2.86 

Physician  Left  the  HMO  2        1.42 

OTHER  S        5.7  1 

Concerned  HMO  Would  Go  Out  of 

Bus  i  ness 
Care  At  a  Particular  Hospital 

Unava  i lab  le 

*   Only  includes  those  individuals  surveyed  with  complete  responses  and  no 
mi  ss  i  ng  values. 

Source:   Data  collected  by  MPR  during  baseline  and  follow-up  surveys  of 
HMD  disenrollees. 


4 

1.62 

3 

1.22 

23 

9.35 

6 

2.44 

1 

0.41 

7 

2.85 
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A  follow-up  survey  yielded  246  additional  disenrollees.   Of  the  246  disenrollees  who 
were  able  to  give  reasons  for  disenrolling  during  the  follow-up  survey  period,  the 
greatest  percentage  reported  some  aspect  of  dissatisfaction  with  the  HMO 
followed  by  misunderstanding  of  HMO  requirements. 

One  difference  that  is  interesting  to  note  is  that  the  proportion  of  disenrollees  who 
noted  some  type  of  misunderstanding  as  their  primary  reason  for  leaving  the  HMO 
has  decreased  since  the  baseline  survey  period.   However,  during  the  follow-up 
survey  period,  several  new  reasons  for  disenrolling  were  identified,  including: 
concern  for  the  general  reputation  of  the  HMO,  HMO  going  out  of  business, 
inability  to  obtain  available  care  from  a  particular  hospital,  and  the  plan  actually 
going  out  of  business. 

Comparison  of  the  preenrollment  characteristics  of  disenrollees  to  those  of  the 
continuing  enrollees  revealed  relatively  few  statistically  significant  differences. 
Among  the  health  status  indicators,  disenrollees  were  significantly  more  likely  to 
report  having  poor  health,  a  recent  physical,  and  above  average  concern  about  their 
health  care.   There  were  also  differences  suggesting  that  disenrollees  were  more 
likely  to  report  being  restricted  to  bed  and  impairment  on  instrumental  activities 
of  daily  living  (though  these  differences  were  not  statistically  significant  at  the 
.05  level).   Thus,  enrollees  who  tend  to  use  relatively  high  levels  of  medical  care 
may  be  more  likely  to  decide  that  they  do  not  like  HMO  practice  styles  and, 
therefore,  disenroll. 

These  results  are  in  marked  contrast  to  studies  of  HMO  disenrollment  among  the 
non-aged  population,  which  find  that  it  is  the  relatively  healthy  individuals  who  are 
most  likely  to  disenroll.   The  explanation  for  this  disparity  is  that  as  premiums  rise, 
healthy  non-aged  HMO  members  frequently  decide  that  the  extensive  coverage 
provided  by  HMOs  is  no  longer  a  cost-effective  insurance  choice.   For  aged 
Medicare  beneficiaries,  however,  enrollment  in  an  HMO  is  a  less  expensive  way  of 
obtaining  the  coverage  offered  by  the  Medicare  supplemental  insurance  policies 
that  most  beneficiaries  have.   Thus,  beneficiaries  rarely  disenroll  because  the  HMO 
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coverage  is  too  expensive,  but  rather  because  they  needed  care  and  did  not  like 
what  they  received.  This  difference  has  major  implications  for  the  total  bias  in 
selection  experienced  by  HMOs  and  will  be  examined  further  in  the  future. 

In  a  further  effort  to  supplement  these  disenrollment  statistics,  plans  were 
requested  to  provide  any  available  data  they  may  have  collected  as  to  the  reasons 
why  their  Medicare  enrollees  would  have  disenrolled.   Fifteen  of  the 
"ik  demonstration  plans  contacted  were  able  to  furnish  this  type  of  data. 

There  was  a  great  degree  of  diversity  in  how  plans  collected  information  from 
disenrollees.   All  but  one  of  the  "ik  study  plans  contacted  explained  their  methods 
for  monitoring  disenrollments,  which  ranged  from  very  haphazard  collection 
techniques  to  sophisticated  management  information  systems  which  produce 
monthly  reports  tracking  the  most  common  reasons  for  disenrollment. 

Beneficiary  disenrollments  are  not  always  processed  by  the  former  plan,  and 
beneficiaries  may  be  reluctant  to  communicate  reasons  for  leaving.   Therefore,  it 
is  often  difficult  for  former  plans  to  obtain  accurate  information  on  why  enrollees 
are  leaving.   However,  several  of  the  plans  do  conduct  surveys  or  send  out 
questionnaires  for  disenrollees  to  complete.   A  summary  of  the  types  of  plan 
information  gathering  methods  is  listed  below: 

o         One  plan  did  not  respond  to  our  requests. 

o         Ten  plans  said  that  they  do  not  collect  reasons  for  disenrollment. 

o         Four  plans  conduct  annual  surveys  for  a  sample  of  beneficiaries. 

o         Ten  plans  use  a  questionnaire  or  form  where  disenrollees  are  to  fill  in  their 

reasons  for  disenrollment. 
o         Four  plans  send  out  letters  or  call  each  disenrollee  to  determine  their  reason 

for  disenrolling. 
o         Four  plans  obtain  anecdotal  reasons  from  those  beneficiaries  that  report 

them. 
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Although  15  of  the  demonstration  plans  collect  reasons  for  dicenrollment  by 
Medicare  beneficiaries,  their  data  collection  techniques  vary  so  greatly  that  a 
summary  of  the  reasons  provided  must  be  used  with  caution. 

The  following  summary  of  the  reasons  for  beneficiary  disenrollment  is  taken  from 
data  provided  by  the  15  demonstration  plans  in  Table  6.   The  most  commonly 
reported  reason  among  plans  was  the  beneficiaries'  preference  for  their  own  choice 
of  a  doctor.   This  reason  was  mentioned  for  all  types  of  plans  except  the  group 
model.   The  second  most  common  reasons  given  for  HMO  disenrollments  are 
nonpayment  of  premiums  and  moving  from  the  service  area.   All  different  plan 
types  reported  the  next  most  common  set  of  reasons  for  disenrollment  as  death  of 
the  enrollee  and  an  enrollee  preference  for  other  types  of  insurance  coverages 
Overly  restrictive  administrative  practicies  by  the  ll'.'Os,  sue!,  as  tv;  lcc'-in 
provisions,  were  also  seen  as  undesireable  by  disenrollees  from  group,  IPA,  and 
network  types  of  plans. 

Out  of  the  15  plans  providing  data  for  this  analysis,  5  were  staff  models,  4  group 
models,  1  network,  and  the  remaining  5  were  IPAs.   In  addition,  there  was  a  broad 
geographic  representation,  with  3  plans  located  in  south  Florida,  k  from  the 
northeast,  2  from  California,  and  the  remaining  6  from  metropolitan  areas  in  the 
Midwest. 
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TABLE  6 
Plan-Reported  Reasons  for  Disenrollment 


PLAN 


YEAR 


Ilea  I  thAmer  ica 

Health  Plus 
Group  Hea 1th  P Ian 

of  S.E.  Michigan 
Heal th  Ohio 
SHARE -I  1 1 inois 
Hea 1 thCare 
Crossroads 
Me  t  r  oCa  r  e 
Fa  1 1  on 


Hea 1th  Opt  ion  s  of 

South  F lor  i  da 
De 1  ma  r  v  a 
G\C 

Group  Hea 1th,  Inc. 
United  Health  Plan 
Gene  ssee  Valley 


19C4 
19S5 
1935 
19S5 

19S5 
19S5 
19S5 
19S5 
1925 
19S1 
19S2 
19S3 
19S4 
19S5 
19S5 

ALL 

ALL 

19S5 

ALL 

ALL 


2 
2 


3 

2 


Reasons 
B  C  D  E 


for   Di senrol lment 
FGHIJKLMN 


O  P 


3 
1 


3 
3 
2 
2 

3 
1 

1  2 


3  2 

2 
2 
3 


1  3  2 

1 
1 

2 
1 
3 


1  3 


Key:   Most  Conrmonly  Reported  Reasons  for  Disenrollment. 


3 
2 


2 
2 
2 
2 


A 
D 
C 
D 

E 
F 
G 

H 

1 


K  - 

L  - 

M  - 

N  - 

O  - 

P  - 


Prefer  Own  M.D. 

Cost 

Move  Out  of  Area 

Not  a  Full-Time  Resident 

in  Serv  ice  Area 
Deceased 

Dissatisfied  With  Care 
Inconvenient  Location/ 

Too  Far  to  Travel 
Physician  Turnover 
Plan  Rules  Too  Restrictive  - 

Didn't  Understand  Lock-In 
Prov  i  s  i  on  s 
Preferred  Other  Type  of  Insurance 

or  Another  HMO 
Didn't  Realize  What  They  Had  Signed 
Nonpayment  of  Premium 
Inel igible  for  HMO 
No  Response 
Other  Reasons 


Most    Conmion    Reason 
Conrmon 


Second  Most 
Reason 

Third  Mo  s  t 
Reason 


Common 


Mu  1 1  i  p 1 e 
indi  ca te 


number  s 
ties. 


Source:   Data  collected  from  participating 
by  HCFA  for  this  study. 


demonstration  plans 
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V.   CONCLUSIONS 


This  report  has  summarized  several  different  studies  describing  the  present 
understanding  of  the  extent  of  and  reasons  for  HMO  disenrollment  by  Medicare 
beneficiaries.   These  study  results  suggest  that  the  extent  of  disenrollments  from 
Medicare  HMOs  is  minimal  when  measured  over  a  1-year  period.   However,  the 
extent  of  disenrollment  was  found  to  be  much  higher  in  some  competitive  areas, 
such  as  South  Florida. 

The  reasons  reported  for  disenrollment  tend  to  be  similar  and  can  usually  be 
categorized  as  a  misunderstanding  of  the  HMO  concept,  a  change  of  location  or 
move  from  an  area,  some  type  of  dissatisfaction  with  the  HMO,  or  a  desire  for 
one's  own  physician.   None  of  the  studies  found  consistent  evidence  of 
dissatisfaction  with  the  care  delivered  by  HMOs.   And  while  many  beneficiaries 
reported  a  desire  for  their  physician  as  a  reason  for  disenrolling,  much  of  the 
growth  in  HMO  enrollments  has  been  with  IPA-model  plans,  where  enrollees  are 
able  to  choose  their  own  physician. 

When  interpreting  these  findings,  the  limitations  of  methodologies  employed  should 
be  considered.    While  there  was  some  discussion  of  the  benefits  of  using  rates  and 
ratios  to  measure  the  extent  of  disenrollment,  there  is  not  one  best  method  that 
would  be  a  useful  statistic  for  different  comparative  analyses.   The  disadvantages 
of  only  reporting  ratio  measures  of  disenrollment  are  that  patterns  of 
disenrollment  during  different  periods  of  plan  operational  maturity  cannot  be 
identified,  and  there  is  no  way  to  distinguish  whether  disenrollments  may  occur  in  a 
cyclical  or  seasonal-type  of  pattern.   These  ratios  only  provide  a  snapshot  of 
disenrollment  activity,  rather  than  a  trend  analysis  over  time. 

Caution  must  also  be  used  when  reviewing  the  reasons  beneficiaries  give  for 
disenrolling.   Few  studies  are  able  to  clearly  define  what  a  beneficiary  truly  means 
when  giving  a  general  response,  such  as  dissatisfaction  with  the  plan.   It  would  be 
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more  useful  to  know  whether  beneficiaries  are  dissatisfied  with  the  HMO  concept 
or  with  a  particular  plan's  delivery  of  services  or  provider  performance. 

With  the  rapidly  changing  HMO  industry  and  growth  in  Medicare  risk  contracting, 
the  need  for  continuing  study  of  Medicare  HMO  disenrollments  is  apparent.   Further 
analysis  of  disenrollment  will  also  be  helpful  in  studying  biased  selection  in  HMO 
enrollment. 

The  final  congressional  report  addressing  this  subject  will  be  completed  by  1990 
and  include  a  more  extensive  data  collection  effort,  yielding  a  much  more  complete 
database  from  which  to  conduct  indepth  analyses.  We  plan  to  coordinate  this  more 
extensive  disenrollment  study  with  our  evaluation  of  the  entire  TEFRA  program, 
which  shall  be  ongoing  during  this  time  period.   A  survey  of  enrollees  and 
disenrollees  from  the  current  TEFRA  HMO  population  will  be  conducted  to  gain  a 
better  understanding  of  beneficiaries'  actual  reasons  for  staying  with  or  leaving  a 
plan,  as  well  as  gathering  further  demographic  and  health  status  data.   The  patterns 
of  health  care  utilization  prior,  during,  and  after  HMO  enrollment  will  also  be 
analyzed  to  explore  the  relationship  between  variations  in  health  care  costs  and 
enrollments.   Some  of  the  additional  analyses  we  plan  to  include  in  this  final  report 
are: 

o         the  relationship  between  voluntary  disenrollment  and  HMO  marketing 

practices; 
o         the  impact  of  various  health  insurance  information  sources  and/or  brokers 

upon  patterns  of  disenrollment; 
o         the  implication  of  patterns  of  disenrollment  on  biased  selection  of  HMO 

enrollees; 
o         the  relationships  between  beneficiary  health  status  and  HMO 

enrollment/disenrollment  activity; 
o         the  mortality  rates  for  HMO  disenrollees,  as  compared  to  continuous 

enrollees  and  the  average  length  of  time  after  disenrollment  until  death; 
o         the  impact  of  market  competition  on  the  extent  of  HMO  disenrollment; 
o         the  levels  of  patient  satisfaction  reported  by  disenrollees; 
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o         the  quality  of  in-plan  care  received  by  beneficiaries  who  disenroll; 

o         identification  of  a  subgroup  with  multiple  disenrollments,  with  an  explanation 

of  their  reasons  for  frequent  plan  switching; 
o         the  types  of  insurance  coverage  preceeding  and  following  HMO  disenrollment, 

including  any  periods  with  gaps  in  coverage; 
o         the  extent  of  disenrollment  by  the  Medicaid/Medicare  crossover  population; 

and 
o         patterns  of  disenrollment  by  the  disabled  subgroup  of  the  Medicare 

population. 

Additional  analyses  planned  by  HCFA  include  a  cohort  analysis  of  disenrollments 
and  an  exploration  of  the  possibility  of  using  a  statistical  technique  known  as  life- 
table  analysis  to  estimate  the  probability  of  disenrolling  from  an  HMO.  In  studying 
disenrollment  behavior,  we  shall  explore  ways  to  use  disenrollment  statistics  to 
monitor  HMO  performance  and  the  impact  on  Medicare  beneficiaries. 
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